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SINGAPORE KEY ECONOMIC INDICATORS 
(Current US$ millions, unless otherwise specified) 


% change 
INCOME, PRODUCTION, EMPLOYMENT 1981 
Se a 13105 


GP/Capita 5365 
cop 12552 
GOP (at 1968 factor prices) 6327 
GOFOF (Gross Dom. Fixea Cap. Form.) 5673 
o--as % of GP 43.3 
Output by Manufacturing Sector 1395 
(at 1968 factor prices) 
Labor Force (000s)(mid-year) 1146 
Unemployment (%) (mid-year) 2.9 
Index of Industrial Wages 255 
(August, 1972 = 100) 
Labor Productivity (increase) 5.5 
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MONEY AND PRICES 

Money Supply (M1, end of period) 1/ 3536 
Money Supply (M2, end of period) 1/ = 9607 
Prime Rate (end of period) 11.8 
CPI 1977-78=100 (end of period) 129.6 
CPI (average of monthly levels) 124.4 
WPI (1974 = 100)(end of period) 153.8 
WPI (average of monthly levels) 158.6 
GP Deflator (1969 = 100) 195.3 
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TRADE AND PAYMENTS 
Exports of Goods (f.o.b.) 20961 
(excl. Indonesia) 
--Domestic Exports 13938 
--U.S. Share (%) 13.2 
(absolute amount) (2768) 
Import of Goods (c.i.f.) 27566 
(excl. Indonesia) 
--U.S. Share (%) 12.6 
(absolute amount) (3482) 
Mercnandise Trade Balance ~6605 
Balance on Current Account (Mer- -1382 
chandise trade balance, services, 
and private & official transfers) 
Balance on Capital Account 2283 
Balance on Trade & Payments 917 
Changes in Official Reserves -917 
(minus = increase) 
Official Reserves (end of period) 7331 
External Public Debt (end of per.) 424 


S$ to US$ (average for period) 2.1130 
Not applicable 
V/ Using exchange rates as at end of period: 1981 : US$1 = S$2.0478; 1982 : US$1 = S$2.1085; 1983 : US$1 = $$2.1270 


Source: Government of Singapore publications. 
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SUMMARY AND INTRODUCTION 


The unexpectedly strong and sustained recovery of the U.S. economy in 1983 
enabled Singapore to exceed its own expectations and turn in another 
enviable economic performance. Singapore's Gross Domestic Product (GP) 
grew 7.9 percent in real terms, up from 6.3 percent in 1982 and far above 
the growth rates of the OECD countries and most other LDCs.1/ Growth 
accelerated through the year, pulled along by demand from the U.S. for 
manufactured exports. Per capita GNP, third highest in Asia, topped 
US$6,500. Inflation picked up slightly, but remained under 2.0 percent. 
Total employment increased despite a sharp drop in manufacturing jobs. 

Total exports jumped over 5.0 percent after falling nearly 1.0 percent in 
1982. Domestic exports also rebounded significantly. Net capital inflows 
shot up over 22 percent and maintained the overall balance of payments in 
strong surplus. Offical foreign reserves continued to rise. The Singapore 
dollar was generally steady against the U.S. dollar and appreciated strongly 
against most trading currencies except the Yen. The government of Singapore 
is continuing its stimulative fiscal and monetary policies in order to 
maintain domestic demand and reach its longer-term development goals. Real 
growth for 1984 should be in the 7-8 percent range, assuming the U.S. 
expansion continues and growth picks up among other OECD countries. 


u 


These growth rates are calculated in terms of Singapore dollars 
and constant 1968 factor costs. Other growth rates cited in 
this report are calculated in U.S. dollars. 
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ECONOMIC PERFORMANCE IN 1983 AND EARLY 1984 


PICKING UP THE PACE: Drawn along by the surprisingly heady and durable U.S. 
recovery, Singapore's economy in 1983 surpassed the expectations of most 
observers in its rebound from the 1981-1982 recession. Real Gross Domestic 
Product (GDP), measured in Singapore dollars, drew 7.9 percent for the 
entire year. The pace accelerated during the year, with the fourth 
quarter's output more than 10 percent ahead of that in the corresponding 
period of 1982. Key indicators showed that the recovery continued strongly 
through the first quarter of 1984. This was a handsome improvement over the 
6.3 percent growth of 1982 and once again outdid the economies of most other 
developing countries and all the industrialized countries. Singapore's 
performance last year raised average per capita gross national product to 
US$6,500, third in East Asia behind Japan and newly independent Brunei. 


Foreiq) trade, still at the heart of Singapore's economic existence, was 
sluggish in the first half of 1983 but picked up steam in the second half 
and into the first quarter of 1984. In U.S. dollar terms, merchandise 
exports were up 5.1 percent for the full year, after dropping about 1.0 
percent in 1982. The most striking element of this turnaround was a 51.6 
percent jump in shipments to the U.S., generated primarily by the 
extraordinary boom in the U.S. industrial electronic sector. In January 
1984, exports to the U.S. were more than double the shipments in January 
1983, reaching US$428 million. Officially reported imports were essentially 
unchanged last year in U.S. dollar terms, reducing the merchandise trade 
deficit by nearly 12 percent, to US$6.3 billion. As usual, earnings from 
services and transfers offset most of the trade shortfall, yielding a 
deficit on current account of US$956 million, down substantially from US$1.3 
billion in 1982. With respect to the capital account, net capital inflows 
were stronger than had been expected, producing a capital account surplus of 
US$2.4 billion, an increase of 22.6 percent over 1982. Most of this was the 
result of sharply higher movements of short-term funds into the financial 
sector from abroad. Commercial banks' foreign liabilities were up by US$2.1 
billion, after falling by US$55 million in 1982. This capital influx may 
have reflected efforts by investors in the region and elsewhere to take 
advantage of higher and less risky returns available in Singapore's stock 
exchange and other markets. The strength and perceived stability of the 
Singapore currency was also an attraction. Longer-term capital inflows were 
rather less buoyant. 


Despite the improvement on the capital account, Singapore's overall balance 
of payments surplus slipped 10.0 percent in 1983, to US$1.059 billion, 
compared to US$1.176 billion in 1982. This drop was caused by a large 
negative swing in the so-called "balancing item" in the balance of payments 
accounts, from a positive US$262 million in 1982 to a negative US$700 
million last year. The balancing item is thought to subsume Singapore's 
bilateral trade balance with Indonesia, since the Government of Singapore 
does not publish any data on shipments to and from that country. The 
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negative swing of nearly US$1.0 billion may reflect Indonesia's efforts last 
year to cut back its imports of capital equipment and to curtail the flow of 
free-spending Indonesian tourists to Singapore. Despite this, Singapore's 
official foreign reserves rose nearly 11 percent in 1983, to US$9.288 
billion, versus a rise of 14 percent in 1982. 


The improvement in the foreign trade sector was a reflection of increased 
demand in the U.S. and, to a lesser degree, in other industrialized markets 
for the output of the manufacturing sector. This effect was most evident 
among the subsidiaries of U.S. multinational corporations producing 
electronic and other goods for their parent corporations. As noted in more 
detail in the sectoral review below, the manufacturing sector managed real 
growth of over 2.0 percent in 1983, after slipping more than 7.0 percent 
during 1982. There was a steep acceleration during the year; production in 
the fourth quarter of 1983 was about 14 percent above that for the last 
quarter of 1982. By all accounts, this expansion was continuing through 
early April 1984, despite the usual seasonal drop in output caused in the 
first quarter by the Lunar New Year festivities. Domestic banks also 
recently noted what may be the beginnings of firmer business conditions 
among their smaller local corporate customers. 


The improved tone in the manufacturing sector in 1983 also produced a 
somewhat. stronger investment picture in the sector. Total net new 
investment commitments in manufacturing rose 5.3 percent during the year, to 
US$849 million. This contrasted with a contraction in new commitments of 
nearly 10 percent the preceding year. Such commitments by foreign companies 
were up by 7.0 percent, to US$596 million, after falling more than 10 
percent in 1982. Total net investment commitments in manufacturing had 
grown at an average annual rate of 58 percent during the expansion of 
1978-81, with foreign commitments rising annually by 50 percent on average. 
New commitments by domestic entrepreneurs during 1983 were down slightly. 


The generally stronger economic performance did not produce any significant 
inflationary impact on price levels during 1983. From December 1982 through 
December 1983, the Consumer Price Index rose only 1.5 percent, after 
increasing 0.8 percent during 1982. Most of this slight increase was noted 
during the second half of the year; the index was below its December 1982 
level in eight months of the year. A significant element in the year's 
increase was a series of sharp hikes in gasoline and other 
automobile-related taxes introduced by the government in October and 
November to discourage the growth of private car ownership. Consumer prices 
began to accelerate again in 1984's first quarter; the CPI for February 1984 
was 4.5 percent higher than a year earlier. This was attributable to poor 
weather conditions in nearby countries which ruined vegetable crops and 
boosted the prices of such produce over 30 percent in February. It should 
be noted that the statistical approach used by the Singapore government, 
which compares the average monthly levels of the CPI from year to year, 
showed the CPI inflation rate dropping from 3.9 percent in 1982 to 1.2 
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percent in 1983. The Wholesale Price Index (WPI) declined for the third 
year in a row, dropping 2.5 percent from December 1982 through December 
1983. It held steady through February 1984. Declines in most sectors of 
the index, including crude petroleum prices, offset a rising trend in the 
prices of most of the basic commodities produced by Singapore's Southeast 
Asian neighbors. The principal deflationary effects at work at all levels 
of the price structure were the continued world petroleum glut, the 
significant appreciation of the Singapore dollar against most major 
currencies, generally good harvests in supplying countries, and the 
continued softening of the local real estate market. 


SELECTED INTEREST RATES 


1981 1982 1982 1984 
(end of period) Dec. June Dec. Dec. Mar. 


3-month inter- 
bank 7 9.2 8.50 teae Teka 


Prime Rate 11.83 10.98 9,53 8.98 9.08 


3=-month SIBOR 
(Euro-Dollars) 14.38 16.69 9.56 9.94 10.75 


S$/US$ (average 
for period) 20516 2.190 2.1505 213i 62. 


Source: Monetary Authority of Singapore 


With respect to monetary policy, the Monetary Authority of Singapore (MAS) 
generally succeeded in balancing the contradictory requirements of supplying 
enough liquidity to the domestic economy to promote economic activity and 
maintaining the stability and strength of the Singapore dollar vis-a-vis its 
key trading currencies, particularly the U.S. dollar. In pursuing these 
objectives, the MAS appears to focus on the level of local interest rates 
and the differential between those rates and the higher corresponding rates 
in U.S. financial markets. Changes in the domestic aggregate supply of 
money are secondary. In general terms, the local authorities appear to be 
comfortable when the average local prime rate falls within a range of 
between 1.5 and 2.0 percentage points below the U.S. prime rate. 


Ml rose about 5.5 percent for all of 1983 versus 12.6 percent in 1982; this 
aggregate was stagnant during much of the year and then rose sharply in 
December in advance of the year-end festive season. M2 and M3 were up 11.9 
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percent and 13.7 percent, respectively and were a good deal closer to their 
rates of increase in the preceding year. The latter aggregates are now 
thought to contain fairly substantial transaction balances and they may thus 
be more reflective than is Ml of the MAS' efforts to accommodate domestic 
demand. Interest rates generally followed trends in U.S. markets through 
the year and into 1984. The average prime rate (including the 10 largest 
domestic and foreign banks) reached a low of 8.88 percent in June 1983 and 
then firmed gradually to 9.0-9.05 percent early in 1984. By April 1984, 
responding to the increase in the U.S. prime, the local average prime rate 
rose to 9.19 percent and local observers predicted that it could increase to 
9.5 perent by the end of 1984. Similar trends were noted also with respect 
to the interbank market for Singapore dollars and other segments of the 
domestic money market. 


On the foreign exchange front, the government succeeded in keeping the 
Singapore dollar steady against the U.S. currency; this is a key objective 
of the government in maintaining Singapore's attraction as an international 
financial center and as a site for direct foreign investment. While the 
Singapore dollar appreciated rather sharply against the U.S. currency from 
December 1982 through February 1983, it then depreciated through the middle 
of the year and was relatively steady from mid-year through March 1984, in a 
range of roughly S$2.12-2.13/US$1.00. For the whole year, the Singapore 
dollar depreciated 0.9 percent against the U.S. dollar. As a consequence, 
the local currency appreciated sharply against most other significant 
trading currencies except the Yen and the Malaysian ringgit. Its movements 
against those currencies for the year were: ‘Yen: -2.1 percent; 
Deutschemark: +13.2 percent; Swiss Franc: +7.9 percent; French Franc: 
+22.2 percent; Australian dollar: +7.7 percent; Hong Kong dollar: +18.7 
percent; and MalaySian ringgit: -0.05 percent. While these results 
contributed to a = level oF imported inflation during 1983, they might 
also begin to cut into Singapore's ability to compete in export markets 
other than the U.S. on a price basis if they were to continue very long. In 
early March 1984, as the U.S. dollar continued to slip against other 
currencies, the Singapore currency appreciated abruptly to a new trading 
range in the area of S$2.08/US$1.00. If the U.S. dollar were to resume its 
slide later this year, many market observers believe that the Singapore 
authorities would probably prefer to see the local currency appreciate 
against the U.S. dollar and depreciate somewhat against the other currencies 
in Singapore's trading basket. Such a middling course, if it were 
sustainable, would minimize the inflationary effects of depreciation against 
those other trading currencies and also limit the impact of appreciation 
against the U.S. dollar on Singapore's attraction for U.S. investors and 
importers. 


The Singapore government is continuing to push an expansionary fiscal policy 
to sustain domestic demand and to increase the country's long-term economic 
competitiveness. Total government expenditures rose an average of 20 
percent during Fiscal Years 1982 and 1983 (FY 1983 ran from April 1, 1983 
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through March 31, 1984) and were projected to increase another 13 percent in 
Fiscal Year 1984. The overall fiscal deficit for FY 1983 was in the 
vicinity of US$1.79 billion, compared with total estimated expenditures of 
approximately US$7.8 billion, and was projected to grow to about US$1.88 
billion in FY 1984 (about 12 percent of 1983's nominal GDP). The budget 
shortfall will be funded by drawdowns from the government's Development Fund 
and foreign reserves and by domestic borrowing (at interest rates of about 
6.2-7.0 percent). No official foreign borrowing will be needed; the 
government's external debt was US$315.7 million at the end of 1983, down 24 
percent from the previous year and the fifth straight annual decrease. 
Official foreign reserves exceed US$9.0 billion. The government's basic 
economic objectives remain to boost public housing and other capital 
projects, to retrain and upgrade the work force, and to draw in new foreign 
direct investment in high-technology industries. 


ECONOMIC PROSPECTS 


During the coming year Singapore will continue to profit from the vigorous 
economic expansion underway in the United States. That expansion is 
generally expected to continue well into 1985 and should contribute in turn 
to more significant growth among the other industrialized countries to which 
Singapore exports. World trade in general is predicted by the IMF to grow 
this year by more than 5.0 percent, more than double the rate of last year. 
These factors should benefit the manufacturing and trading sectors and 
should sustain demand for financial and business services. The economy will 
also continue to enjoy the advantage of Singapore's reputation for effective 
and stable government and economic policies as well as the positive effects 
of the government's pump-priming in the construction and other sectors. 
These considerations support the view that Singapore should be able to 
achieve real growth in 1984 approximating the 7.9 percent chalked up in 1983, 


Several significant limiting factors may preclude any strong acceleration of 
growth beyond last year's level. The U.S. expansion is predicted to 
continue at steadier, and perhaps lower levels this year than last and 
cannot provide another sudden boost in external demand. The other developed 
countries are also not expected to experience as sharp a recovery as did the 
United States last year, and their trade policies versus developing country 
exports may limit the benefits of their recovery to such exporting countries 
as Singapore. Also, manufacturing operations here in pertinent industries 
no longer have as much excess labor and production capacity to put back into 
operation as many of them did a year ago. These capacity constraints will 
limit and slow any production response to further growth in external 

demand. The petroleum refining industry, which may account for as much as 
5.0 percent of GDP, will be hit by the loss of Indonesian contracts for 
processing. Both Indonesia and Malaysia are also continuing their efforts 
to pare down development spending and this will tend to hold down capital 
and other goods ordered from or shipped through Singapore to those 
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countries. The continuing LDC debt crisis may also be expected to limit 
potential gains in general activity and profitability in the trade and 
financial services sectors. Government expenditures on public housing, the 
subway project, and other infrastructure projects will have to compensate 
for a slowdown in major property development activity in the private sector. 


On balance, changing conditions in the international trading system may make 
it more difficult for the country to sustain annual growth rates of 9.0 
percent or better, as it did in the 70's and early 80's. Nevertheless, 
Singapore seems to possess the capability to sustain balanced real growth of 
6-8 percent over the near- to mid-term, subject in part to the vagaries of 
the U.S. business cycle. 


SECTORAL DEVELOPMENTS 


MANUFACTURING: The manufacturing sector made an impressive comeback with 
2.4 percent real growth in 1983, against a 7.6 percent decline in 1982. 
However, the sector's share of GDP (computed at constant cost) slipped one 
point to 18 percent. 


The electronics industry began to feel the effects of a sustained U.S. 
recovery in the second quarter and led the manufacturing sector out of the 
doldrums. Total output of the electronics sector, especially industrial 
electronics, rose by 26 percent, from US$2.3 billion in 1982 to an estimated 
US$2.9 billion in 1983, and its year-end production index registered a 37 
percent hike. While production levels improved significantly, employment in 
the sector increased only marginally as more manufacturing concerns resorted 
to automation. This also reflected the very tight labor supply situation in 
this industry. Nevertheless, the industry remained manufacturing's largest 
employer, with an estimated 61,000 workforce. Encouraged by rising demand, 
existing manufacturing concerns committed substantial investments to 
automate and upgrade their production facilities. Together with new 
high-tech manufacturing companies, total investment commitments in the 
industry totalled US$166 million, up 25 percent from US$132 million in 

1982. This trend was continuing strongly as 1984's second quarter began. 


Petroleum refining enjoyed a temporary respite in 1983 as the two new 
Indonesian refineries at Cilacap and Balikpapan failed to reach full 
capacity. Local refiners processed an estimated 90,000 barrels per day 
(bpd) of crude for Indonesia - some 20 percent higher than the original 
contracted volume of 75,000 bpd. Although a far cry from the previous 
year's high of 200,000 bod, this, together with continued third party 
processing for Malaysia and new export markets for petroleum products, 
helped the industry to pull through with a 2.0 percent increase in total 
output. However the industry's future is far from bright. The Indonesian 
refineries are expected to operate at full capacity by mid-1984, thus 
reducing Indonesian's demand for third-party processing to zero. In the 
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meantime, new refineries in Thailand (a traditional market) and the Middle 
East will also provide stiffer competition to local refineries. Malaysia 
expressed interest in concluding three to seven-year crude oil processing 
contracts with the Singapore refineries in view of its decision to postpone 
indefinitely the construction of a 120,000 bpd refinery. However, the 
quantity of Malaysian crude to be refined will not match the lost Indonesian 
volume. A second bright spot came from the recent Chinese contract clinched 
by Shell Petroleum to process 20,000 bod for a year. 


To compensate for the long-term loss in refining business, oil companies 
have indicated they may scale down their refining capacities to more 
economic levels, resort to terminalling, or increase oil trading 

activities. In 1983, Singapore imported 30.6 million metric tons of 
petroleum crude at a cost of US$6.8 billion. This represented a 1.4 percent 
increase in quantity but lower petroleum prices resulted in a 10.6 percent 
decrease in value. The share of Saudi Arabia, the single largest supplier 
(trade with Indonesia excluded), which used to command more than half of the 
Singapore crude market, dropped from 57.4 percent in 1982 (in terms of 
volume) to 43.3 percent in 1983 (in value terms the shares were 56.6 percent 
and 46.0 percent respectively). 


The garment industry, moving towards the high fashion market, recorded an 
impressive 17.5 percent increase in its index of industrial production. The 
major force behind the industry's growth in 1983 and early 1984 was 
escalating demand from the U.S., a result of the latter's economic revival. 
The labor-intensive textiles industry, however, did not enjoy the same good 
fate. It was hit by rising labor costs and declining competitiveness 
resulting from a stronger Singapore dollar. 


The transport equipment industry went through another year of recession. 
Oil-rig building was hard hit by overcapacity as oil exploration activities 
dropped. Rig builders received no new orders throughout the year. 
Shiprepairing was also adversely affected by the worldwide glut in shipping 
capacity, causing shipyards to cut prices and to provide generous 90-day 
credit terms. The shipbuilding and repairing industry is expected to pick 
up only after several more years of sustained global recovery, if then. 
Facing this prospect, local shipyards are trying to diversify into a range 
of new activities, including structural fabrication work, engineering 
consultancy services, property development, and even financial services. 


CONSTRUCTION AND THE PROPERTY MARKET: The construction sector was the 
second largest contributor to real growth in GDP in 1983. It was the 
fastest growing sector, up 29 percent from 1982, raising its share in real 
GDP from six to seven percent. As in the past few years, the public sector 
provided the main stimulus. To reduce the backlog of demand for public 
housing, the Housing and Development Board (HDB) stepped up its construction 
activities, completing a new record of 40,000 units in 1983. For 1984, more 
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than 60,000 units are to be finished, and a total of 250,000 units must be 
built by 1990 to meet the goal of housing 85 percent of the population in 
HDB projects by then. In addition to the US$1.9 billion expended by the 
HDB, other public projects to expand and improve the country's social and 
economic infrastructure amounted to US$1.75 billion last year. 


While construction activity in the private sector remained brisk in 1983, 
the whole private property development sector faces a relatively severe 
oversupply situation that should significantly slow the pace in coming 
years. Most notably, major hotel projects now underway will double the 
number of hotel rooms to nearly 30,000 by 1986. Given current and likely - 
trends in tourism, this represents an extreme surplus and several projects 
have been slowed or deferred in consequence. Similar if less dramatic 
trends are evident for office and retail space, warehousing, and industrial 
space. Large new supplies in these sectors are due to be completed by 1988 
and a glut of office and retail space may persist into the early 1990's. 
Office rental rates and sales prices have dropped by an average of more than 
25 percent over the past year and are expected to fall further. New private 
projects submitted for planning approval dropped last year in floor area and 
value for the first time in more than five years. A real estate crash like 
the 1981-82 collapse in Hong Kong is not expected, but some developers may 
have difficulties over the next several years and financing for large new 
projects has grown very scarce. The softness of the property market may 
also have a psychologically dampening effect, since property is a 
traditional source of wealth in Singapore. 


SERVICES AND TRADE: Trade's real growth of 4.7 percent was the second 
slowest in the whole economy after the manufacturing sector. Total external 
trade expanded by only 2.2 percent, to US$50 billion. Exports rose by 5.1 
percent while imports remained unchanged (in terms of local currency imports 
dipped by 1.2 percent) resulting in a decrease in the traditional trade 
deficit. Exports amounted to US$21.8 billion, of which US$13.8 billion were 
domestic exports. Imports stayed at US$28.1 billion, giving a merchandise 
trade deficit of US$6.3 billion, a 14.3 percent improvement over 1982. 

Lower prices of petroleum, an important item in Singapore's external trade, 
restrained the growth of both imports and exports. Petroleum and related 
products registered drops of 8.0 percent in total imports, 10.5 percent in 
total exports, and 11.2 percent in domestic exports. 


Two factors were responsible for Singapore's stagnant imports - lower oil 
prices and a slowdown in capital investment. Imports of crude petroleum, 
which accounted for 24 percent of all imported items, rose by 1.4 percent in 
volume terms, but their value dropped by 11.6 percent. Gross capital 
investment in machinery and equipment fell by 8.9 percent, to $1.8 billion. 
This resulted in lower imports of industrial machinery. The depressed 
shipbuilding and repairing industry reduced the demand of imported iron and 
steel products by a whopping 26.3 percent. On the other hand, the active 
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electronics industry generated imports of electronic intermediate inputs. 
Another product category which recorded a significant increase in imports 
was telecommunication apparatus. This was attributed to the continuous 
effort to improve Singapore's telecommunication services and to purchases of 
new equipment for a new television channel. 


In spite of the effective industrialization program, entrepot trade 
continued to play an important role in Singapore's economy. Providing the 
main thrust to exports' growth, re-exports advanced by 12.0 percent during 
the year. Major items in the re-export trade were crude rubber, machinery, 
and electronic products. Although lower prices reduced the domestic export 
value of petroleum and related products, the latter remained as the single 
largest item in the trade in 1983, Its share of domestic exports was 
reduced from 45.9 percent in 1982 to 41.0 percent in 1983 and will continue 
to fall in view of a reduction in oil refining activities. Domestic exports 
of office and data machines almost trebled during 1983. Most of the 
products exported were computer peripherals and parts as newly-established 
multi-national plants began full operations. The U.S. recovery also 
generated a strong demand for locally-produced electronic components and 
sub-assemblies. 


Almost half of Singapore's external trade was shared by its three major 
trading partners - the United States, Malaysia and Japan. Their total 
combined share rose from 42.7 percent in 1982 to 46.5 percent in 1983. The 
United States overtook Malaysia and Japan to resume its place as Singapore's 
leading trade partner. The U.S. share of Singapore's external trade rose 
from 12.8 percent in 1982 to an impressive 16.4 percent last year. Exports 
to and imports from the United States totalled US$4.0 billion and US$4.3 
billion respectively, narrowing Singapore's negative trade balance with the 
United States to US$0.3 billion, against US$1.0 billion a year ago. While 
domestic exports to the United States rose by 38.6 percent, re-exports 
almost doubled last year's amount. Economic recovery in the United States 
has made it Singapore's best export market. Of the US$2.8 billion in 
domestic exports to the U.S., close to half were electronic components, 
computer peripherals, and related products returning to U.S..parent 
companies. Electronic products also constituted a major import item from 
the United States. During last year the delivery of four Boeing aircraft 
and parts raised the import value of U.S. transport equipment almost 
threefold to US$0.5 billion. 


Malaysia's share of Singapore's external trade was 15.9 percent. Petroleum 
was an important trade item due to third-party refining contracts with 
Malaysia. Malaysian rubber continued to make its way to the world markets 
through Singapore. Japan remained Singapore's main supplier of goods. 
Singapore's trade deficit with Japan widened to US$3.1 billion as imports 
from Japan rose while exports to that country fell. Saudi Arabia's trade 
with Singapore dropped as lesser quantities of cheaper crude petroleum came 
for refining. 
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GDP SHARE AND GROWTH BY SECTOR 
Cin percent) 


Sectoral 
Share of GDP Growth Rates(US$) 
1960 1970 1982 1983 1982 1983 
(At constant 1968 factor cost) 


Goods Sector 21% 29% 26% 26% 
Manufacturing I3 Id 19 I8 
Construction 4 7 6 7 
Other Goods 4 3 1 1 

Services Sector 78 72 74 74 
Trade (including i 

tourism) 33 30 y a. 22 
Transport & 

Communications 14 ll 19 19 
Financial & 

Business Services ll 14 19 20 
Utilities 2 3 3 3 
Other Services 18 14 10 10 
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(At current factor cost) 


Goods Sector 20 29 34 
Manufacturing 12 19 24 
4 
4 


Construction 7 9 
Other Goods 3 1 
Services Sector 80 72 65 
Trade (including 
tourism 35 30 21 
Transport & Communi- 
cations 14 ll 12 
Financial & Business 
Services ll 14 20 
Utilities 2 3 2 
Other Services 18 14 10 


Source: Embassy estimates based on data from the Ministry of Trade and 
Industry. 
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SINGAPORE'S MAJOR TRADING PARTNERS, 1983 


(US$ billions) 


Percent of 


Worldwide 
Total Trade 


United States 


[leading imports: 


{leading exports: 


Malaysia 


[leading imports: 


[leading exports: 


Japan 


[leading imports: 


[leading exports: 


EEC 


{leading imports: 


{leading exports: 


Saudi Arabia 


{leading imports: 
(leading exports: 


Note: 


Total 
Trade 


Domestic 
Exports 


$ 2.8 


Exports 
$ 4.0 


Imports 


16.4 $ 8.2* $ 4.3 
electrical machinery ($0.79), 
transport equipment ($0.51), 
general industrial machinery ($0.38)]. 
electrical machinery ($1.09), 
office & data machines ($0.57), 
telecommunication apparatus ($0.51)]. 


15.9 $ 7.9 $ 4.1 
petroleum & products ($1.68), 

crude rubber ($0.69), 

electrical machinery ($0.40)]). 
petroleum & products ($1.13), 
electrical machinery ($0.42), 

special industrial machinery ($0.18)]. 


14.2 $ 7.1 $3.1 
telecommunication apparatus ($0.71), 
electrical machinery ($0.67), 
iron & steel ($0.54)]. 
petroleum & products ($1.21), 
non-ferrous metal ($0.09), 
crude rubber ($0.07)]. 


9.8 $ 4.9 
transport equipment ($0.55), 
electrical machinery ($0.31), 

general industrial machinery ($0.26)]. 
telecommunications apparatus ($0.32), 
electrical machinery ($0.32), 

crude rubber ($0.20)]. 


$ 2.9 


7éh $ 3.5% S 3 
petroleum & products ($3.07)]. 

cereals & cereal preparations ($0.04), 
telecommunication apparatus ($0.03), 
wood & cork manufactures ($0.03) ]. 


"Electrical machinery" includes electronic components and assemblies. 


* Total does not add up because of rounding. 
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The largest categories of imports and exports worldwide and to the United 


States are: 


COMMODITY 


Domestic 


Exports 


Source: 


WORLDWIDE 
Oe 
(US$b) 
Pet. & prod. 8.80 
Electrical 
machinery 
Transport 
equipment 
Gen. indust. 
machinery 
Telecom. 
apparatus 


2.57 
1.24 
1.13 
1.02 


Pet. & prod. 
Elect. mach. 
Telecom. 
apparatus 
Crude rubber 
Transport 
equipment 


6.04 
2.41 


1.29 
1.00 


0.91 


5.67 
1.92 


Pet. & prod. 
Elect. mach. 
Telecom. 
apparatus 
Office & data 
machines 
Transport 
equipment 


0.94 
0.65 


0.52 


% OF 
TOTAL 


9.1 
4.4 
4.0 
3.6 
27.6 
5.9 
4.6 


4.2 


Department of Statistics. 


COMMODITY 


WITH U.S. 
~~ VALUE 
(US$b) 


Electrical 
machinery 
Transport 
equipment 
Gen. indust. 
machinery 
Pet. & prod. 
Special 
indust.mach. 


0.79 
0.51 


0.38 
0.36 
0.30 
Elect. mach. 1.09 
Office & data 
machines 
Telecom. 
apparatus 0.51 
Transp. equip. 0.42 
Clothing 0.23 


0.57 


Elect. mach. 
Office & data 
machines 
Telecom. 
apparatus 
Transport 
equipment 
Clothing 
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For the first time in 20 years, Singapore's tourist industry suffered a 
decline in tourist arrivals. In 1983, 2.85 million tourists visited 
Singapore, representing a 3.5 percent reduction over 1982. The number of 
Indonesian visitors, previously the largest group of visitors to Singapore, 
fell by 36.4 percent - due largely to Indonesia's imposition of a high exit 
tax in 1982. Tourist traffic from most European countries also fell as 
their economies experienced sluggish growth. On the other hand, the number 
of visitors from South Asian countries increased. The decline in arrivals, 
coupled with an increase in hotel capacity, lowered hotel occupancy rates in 
late 1983 and early 1984 below 75 percent, down from a peak above 90 percent 
in 1981. Tourist arrivals were up modestly in the first quarter of 1984, 
but it was unclear whether this marked the beginning of a sustained 
turnaround. 


The performance of the financial and business services sector improved in 
1983. The sector recorded a real growth rate of 16.6 percent, increasing 
its share of real GDP by one point to 20 percent. Loans and advances from 
banks and finance companies to the non-bank sector totalled US$16.8 billion, 
up 21.7 percent over the previous year. Bank loans (including bills 
financing) rose to most major sectors, with growth rates ranging from a low 
of 11.5 percent for manufacturing to more than 70.0 percent for personal ~ 
housing loans. Loans and other financing for the robust construction 
industry increased by 45.0 percent and traditional trade financing was up 


20.3 percent. Credit extended to the transport, storage and communications 
sector fell 9.3 percent. 


The Asian Dollar Market remained sluggish throughout 1983 and into 1984. 
Total assets held by banks' Asian Currency Units (ACU's) reached US$111.9 
billion by the end of 1983, up 8.3 percent from December 1982. The market 
had grown by 20 percent during 1982, however, and by an average of 47.0 
percent during 1979-1981. In January, assets slipped back to US$106 billion 
and most observers expected this erratic pattern to continue. Major factors 
restraining growth in the market included the generally stagnant market for 
offshore trade financing, general uncertainty over interest rate and 
exchange rate movements, and continued caution toward international lending 
by bankers. The Singapore government offered new tax concessions to attract 
more international loan syndication and funds management business to 
Singapore's offshore market, but these steps failed to attract a 
significantly larger volume of such business during 1983. This largely 
reflected the contraction of the general international loan syndication 
market and the preference of most lending institutions to continue utilizing 
the established financial infrastructure available in Hong Kong. Borrowers 
raised US$164.0 million through five syndicated loans arranged in Singapore 
during 1983, down sharply from the 14 loans worth US$795 billion done in 
1982. Other funding techniques were similarly affected last year. The 
number and value of U.S. dollar negotiable certificates of deposit (NCD) 
floated by offshore banks fell by 28.2 percent and 9.0 percent, 
respectively, compared with 1982. The number of offshore bond issues 
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floated remained at 16, valued at US$1.1 billion. Late in the first quarter 
of 1984, the government announced an extension of the syndication tax 
concessions to include the syndication of bank guarantees, performance 
bonds, and certain underwriting activities. A large commercial syndicated 
loan with US$235.0 million was also announced in mid-March to support a 
diamond mining operation in Australia. Whether this was the forerunner of a 
real upward trend in regional syndications remains to be seen. 


The foreign exchange market was also affected by the slower pace of 
international financial activity. Total turnover for the year was up only 
13 percent, versus a 35 percent jump in 1982. Transactions peaked at a 
daily turnover of US$10.0 billion in the first half of the year but slumped 
to daily averages of US$6.5-7.0 billion later in the year. Trading picked 
up in January 1984, reaching an average of US$9.0 billion, and observers 
felt the market may have averaged US$8.0-10.0 billion for the whole first 
quarter of 1984. Exchange rates became more volatile in March, however, and 
daily trading may have contracted to about US$8.0 billion. Volume was 
generally restrained by a notable shrinkage in trading in the Singapore 
dollar. Dealers reportedly were responding to signals that the MAS was 


discouraging speculative dealing in the local currency to limit its 
internationalization. 


The flood of foreign financial institutions into the Asian Dollar Market 
also slowed in 1983. The 118 banks operating in Singapore were joined last 
year by three new offshore banks and a Taiwan bank with a restricted license 
permitting some domestic wholesale banking. In 1982, 10 offshore banks had 
been established and 1l were set up in 1981. During the first quarter of 
1984, two offshore commercial banks and one merchant banking operation 
announced that they were leaving the market as part of corporate 
consolidations, marking the first such departures since the Asian Dollar 
market was set up in 1968. License applications from European and Japanese 
banks were still pending, however. 


1983 was a good year for investors in the Singapore stock market, with 
prices rising by an average 30 percent. The year opened on a steady note 
and for the first six months prices and volume traded surged forward. 
Foreign factors such as the U.S. economic recovery, a healthy New York stock 
market, and cheaper oil prices were decisively behind the bullish run. 
During the second half of the year the market became unsteady and fell back 
under the influence of local factors. These included unfounded rumors 
concerning the health of the Prime Minister and a prolonged constitutional 
crisis in Malaysia. Turnover and prices retreated in October and November, 
but then rebounded after the resolution of the Malaysian political crisis. 
The market hit new historical highs in January and February 1984, but then 
began another retreat which persisted into April 1984, influenced by higher 
interest costs, Wall Street's uncertainties, and a string of disappointing 
local company annual financial reports. For all of 1983, total turnover on 
the stock exchange was 3.4 billion units, worth US$5.5 billion. These 
results were more than double the 1982 figures. 
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SINGAPORE STOCK INDICES 


Aug. Dec. June March 
1982b/ = 1982 1983 1984 


S'pore Straits Times 

Index of 30 Indust. $5751 732.8 967.5 994.4 
S'pore Business Times 

Indicator 97 159,712 267,020 656,034 - 
S'pore Business Times 

Composite Index - ~ 939.96 915.40 
Stock Exchange of 

S'pore Index 

(Indust. & Commer.) 416.84 546.2 729.9 733.4 


Index of the day's ten most active counters. Series replaced by 
Business Times Composite Index effective Feb. 1, 1983. 
Mid-August index/indicator. 


Volume traded: 1980 : 2183.6 I9Gi..: Ziel 1962 3: 1549.9 1963 : 3355.5 
(million units) 


TRANSPORT AND COMMUNICATIONS: Growth in the transport and communications 
sector slackened during the year, slipping to 8.1 percent versus 9.1 percent 
in 1982. Contributions made by Singapore Airlines (SIA), the sector's prime 
mover, were restrained by losses incurred in foreign exchange conversion. 
Singapore's port handled 3.4 percent more vessels and 4.7 percent more 
seaborne cargo than the previous year. The usage of bigger aircraft led to 
a lesser number of aircraft landings, but the number of air passengers 
increased by 1.4 percent. Air cargo handled at the airport increased at a 
higher rate of 17.4 percent for 1983. Outbound air cargo volume was growing 
at annual rates above 20 percent through February 1984, boosted by 
burgeoning exports of computer parts and upmarket apparel. The number of 
out-going international telex and telephone calls grew at faster rates of 
15.4 percent and 36.4 percent, respectively. 


LABOR: Singapore's unemployment rate was 3.2 percent in mid-1983, up from 
2.9 percent in 1982 but still representing essentially full employment. 
Total employment grew by only 2.6 percent last year, compared with 5.2 
percent in 1982. This was the result of uncertainty over the state of the 
econony during the first half of 1983, greater resort to automation in the 
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manufacturing sector (which shed nearly 20,000 jobs), and severe cutbacks by 
shipyards and textile concerns. The workers laid off in these sectors were 
generally picked up by the booming construction sector and by the services 
sector. The labor market tightened notably later in the year and remained a 
significant constraint on production expansion in some sectors through the 
first quarter of 1984, 


Labor productivity improved considerably during 1983 through the use of 
improved management systems and because many employers were able to use more 
effectively workers whom they had retained during the slack part of the 
business cycle in 1982. Overall, labor productivity increased by 5.2 
percent, compared with 1.1 percent in 1982. All sectors except trade 
recorded impressive gains. 


For the first time, the Singapore government did not participate actively in 
the deliberations of the National Wages Council, a tripartite body which 
issues annual guidelines for wage settlements. The government dominated the 
process in past years. For 1983, union and employer representatives agreed 
on guidelines for wage hikes averaging 3.6 - 7.7 percent, substantially 
lower than the 7.25 to 11.25 percent recommended in 1982. The NWC was 
influenced by the generally dull economic performance during the first half 
of last year and by the evident need to keep Singapore's production costs 
from becoming less competitive in world markets. 


PUBLIC SECTOR: During calender year 1983 total public expenditures 
(government ministries plus seven major statutory boards) reached US$9.2 
billion, a 16.2 percent increase over 1982. While recurrent expenditures 


rose by 14.9 percent to US$5.6 billion, development spending expanded at a 
faster rate of 18.2 percent. An accelerated public housing program, and 
substantial capital outlays on public utility projects accounted for the 
higher increase in public development expenditures. The bulk of total 
public development expenditures (73 percent) was taken up by statutory 
boards, whereas the government had a larger share (67 percent) of total 
recurrent expenditures. 


Total public revenue rose by 19.8 percent to US$9.2 billion, of which 38 
percent were receipts of the seven major statutory boards. Government 
revenue, comprising the Consolidated Revenue, Development Fund and Sinking 
Fund Accounts, was up 18.8 percent to US$5.7 billion. Receipts of the 
Consolidated Revenue Account were estimated at US$5.0 billion. The major 
contributors were income tax, property tax, and customs and excise duties. 
The growth in income tax collections slackened considerably as poor business 
performance in 1982 led to a lower increase in corporate tax receipts. 
Because of the sluggish property market, property tax collections also 
recorded a slower growth. On the other hand, higher customs duties on 
tobacco, liquors, and petrol raised customs and excise collections by 13.7 
percent, compared with an increase of 7.4 percent in 1982. 
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GOVERNMENT BUDGET 
(billions of US$) 


Category FY 1984 1983 
(Budgetted) (Actual) 


Current Expenditures 7.56 Tu 
Development Expenditures 8.99 2.07 
Total Expenditures 16.55 997 
Current Revenue Feat 10.53 
Development Fund Income 2.67 n.a 
Balance -3.92 0.56a/ 


n.a. - not available. 
a/ ~ Excludes income from the Development Fund. 


Note: FY 1984 = April 1, 1984 - March 31, 1985 


IMPLICATIONS FOR THE UNITED STATES 


Singapore's successful emergence from the global recession, among other 
factors, indicates that it will remain an attractive location for U.S. 
direct investment and a worthwhile market for U.S. exporters. 


The government's industrial development program encourages direct 
investments in capital-intensive industries with high growth potential. 
Generous tax incentives and other aids are extended to firms planning to 
establish operations in such areas as computers and peripherals; industrial 
electronics; precision engineering; robotics and computer-operated 
numerically-controlled (CNC) metal-working machinery; aviation 
parts/components and servicing; and medical, optical and laboratory 
equipment. 


Investment allowance incentives are also given for specialized engineering 
and technical services, research and development activities and 
construction. These incentives are increasingly being used to promote the 
upgrading and mechanization of existing operations. In addition to 
financial and capital infrastructure assistance, the government also 
provides support for worker training in many cases. Investment in 
labor-intensive sectors, such as simple electronics assembly, will not 
receive official support and will encounter relatively high labor costs. 


The trade outlook remains favorable for sales of industrial and office 
products which increase productivity. These include computers and word 
processors; process control equipment; and other equipment for the 
automation of manufacturing, assembly, raw material processing/packaging, 
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and warehousing and cargo handling. Local affluence (per capital GNP above 
US$6,500) also supports demand for consumer goods (particularly more 
fashionable and prestigious lines) and processed foods. 


Several major projects in the public and private sectors will be of interest 
to U.S. vendors. Construction of a third refuse incinerator plant by the 
Ministry of Environment costing about US$300 million will begin in late 1985 
or early 1986. This plant will have a capacity of at least 2,000 tons a 
day. The tender is expected to be called in late 1984. Telecoms has 
revised upwards its 1983-87 investment program by US$190 million to US$1.14 
billion, to be spent on undersea cables, digital exchange equipment, optical 
fiber cables, major building projects and new services. Postal and 
telecommunication services were recently merged with the aim of introducing 
electronic mail and fully automating postal operations. 


The Jurong Town Corporation will proceed with the US$400 million 
International Petroleum Center (IPC). The Center will bring together, under 
one roof, oil and engineering companies and related trading, shipping and 
financial organizations. It will have a comprehensive range of software and 
supporting facilities; engineering design and computer services; and 
research laboratories for petroleum, petrochemical and related industries. 
The development will be carried out in five phases over a period of 15 years. 


By June 1984, all civil works and equipment tender awards will have been 
made on Singapore's biggest project, the US$2.5 billion Mass Rapid Transit 
System (MRT). As is typical of public tenders, the MRT contract awards were 
made on the basis of the lowest bid price. Japanese and European suppliers 
took the lion's share of the MRT contracts. Phases I and IA of the MRT 
project will be completed by 1988. The second and final phase of the 67 km 
rail system is projected for completion by 1991. 


Tenders for construction of the second phase of the Public Utilities Board's 
Pulau Seraya Station, comprising three 250 megawatts generating units 
costing about US$150 million, will be called around mid-1986. 


The Si ore Refining Company (SRC) will build Singapore's second 
hydrocracker, costing US$90 million. Preliminary site work for the project 
will start in mid 1984 and the complex is scheduled to be completed in March 
1986. 


In the health care field, in April 1984 the GOS implemented the Medisave 
Scheme, whereby patients can pay public hospital bills with their Central 
Provident Fund (CPF) savings. To meet the greater demand for public 
hospital services, existing polyclinic facilites are being upgraded and new 
government clinics will be built in each public housing estate. The 
Ministry of National Development also has plans to build a,new hospital in 
Bedok Housing Estate. Three existing public hospitals are to be rebuilt and 
the US$220 million Kent Ridge Hospital will be completed by early 1986. A 
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Singapore hotel (Hotel Meridien) plans to set up its own mini-medical center 
for Indonesian and Malaysian guests. Another private hospital, Youngberg, 
is to be rebuilt at a cost of US$8 million. 


American building contractors intent on capturing a share of Singapore's 
public sector building projects, which totalled over US$1.07 billion in 
1983, can now join a common register of contractors that will be 
administered by the newly instituted Construction Industry Development Board 
(CIDB). U.S. firms registering with the CIDB, by detailing their Praca 
worth and work experience, will be in a better position to get a slice of 
the fast-growing public building market in Singapore. Contractors not 


listed on the CIDB register will not be allowed to tender for any government 
jobs except the Mass Rapid Transit project. 


Trade opportunities in Singapore extend beyond the Republic's domestic 
market. The country is a regional sales, servicing, and warehousing 
center. The sales offices of many foreign firms here have regional 
responsibilities and local agents and distributors often possess the rights 
to market their suppliers' goods regionally. For these reasons, Singapore 
. tends to be the first place for first-time exporters to Southeast Asia to 
locate or look for representation. 


This report was prepared by State Department officers in the Economic 
Section of the American Embassy in Singapore. The Foreign Commercial 
Service contributed to the section dealing with implications for the United 
States. Companies interested in overall economic, financial, and investment 
information about Singapore may contact the Economic Section directly. 


Advice on specific trading or investment opportunities in Singapore can be 
obtained from the Commerce Department's Foreign Commercial Service, 
represented here by the Commercial Section of the Embassy and the associated 
Export Development Office. The latter is responsible for arranging U.S. 
company participation in trade exhibitions throughout Southeast and South 
Asia. 


The following trade promotion events are planned for Singapore: Computer 
Equipment Trade Mission (June 7-8, 1984); Operations & Maintenance Equipment 
Trade Mission (July 5-6, 1984); Airconditioning and Refrigeration Equipment 
Trade Mission (August 2-3, 1984); Automotive Parts & Accessories Trade 
Mission (August 23-24, 1984); Security and Safety Equipment Trade Mission 
(August 27-28, 1984); Internepcon'84 Trade Exhibition (August 16-18, 1984); 
Architectural, Engineering & Construction Seminar Mission (Sept. 17-18, 
1984); Metal Asia '84 - for metal-working/metal-forming machinery (October 
8-12, 1984); Enex Asia '84 - for electrical and electronics engineering 
products (October 23-27, 1984); Materials Handling Machinery Trade Mission 
(January 14-15, 1985); Apparel Trade Mission (January - February 1985); 
Medic Asia '85 - for medical and hospital equipment (April 18-21, 1985); 
Construction Machinery & Building Products Trade Mission (June 3-4, 1985); 
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Computa '85 - for computer hardware and software (July 2-6, 1985); 
Matex/Automat '85 - for machine tools/hydraulics, pneumatic industries, 
robots and automation (July 20-23, 1985); Asia Energy '85 - for power 
generation/power transmission/power utilization (September 5-9, 1985); and 
Hotelex '85 - for building and refurbishing of hotels and restaurants 
(September 19-23, 1985). Firms interested in participating in these events 
should contact their nearest Commerce Department District Office. 


Business people coming to Singapore should write or telex several weeks in 
advance to ensure that assistance can be arranged. The Embassy's address 
is: American Embassy, 30 Hill Street, Singapore 0617. When writing from 
the United States, the FPO address may be used: American Embassy - 
Singapore, FPO San Francisco 96699. The Embassy Economic Section's 
telephone number is 338-0251 and the number for the Commercial Section is 
338-9722. The telex number for the Embassy is RS 25079 SINGTC. 


w U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:632 
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